This paper examines how financial deregulation and the partisan underpinnings of deregulation shaped the path of income inequality in the United States. Using time series data from 1914 to 2010 we assess the effect of partisan politics on financial deregulation and, in turn, the effect of deregulation on income inequality. We find that financial deregulation has generally declined when Democrats attain more power in Washington and that deregulation has contributed to rising inequality. We also learn that the partisan effect on deregulation has diminished since the early 1980s, suggesting that one way partisan politics has contributed to the recent rise in inequality is related to convergence on matters of financial deregulation. We explore several potential explanations for this post-1980 partisan convergence, finding evidence supporting the idea that globalization, the increasing availability of credit, and shifts in campaign finance were contributing factors.
The gap between the rich and the poor in America has been far from constant over time. At the low water mark in the mid-1970s, the top 1 percent of U.S. tax units had nearly 9 percent of total national income.
1 The picture today is different. Now, the top 1 percent have around 20 percent of aggregate income (Piketty and Saez, 2006) . 2 The situation has become sufficiently stark to attract the attention of politicians ranging the ideological spectrum. Democrats from Barack Obama to Elizabeth Warren and Bernie Sanders seem to be talking about economic inequality and its potential negative ramifications for America's economy more than ever. On the other side of the political spectrum, several Republican presidential candidates have conceded that economic inequality is a serious problem and are have begun to lay out their preferred policies for combating it.
But identifying the proposals most likely to reduce inequality requires a clear understanding of the factors that push inequality up and down, and such an understanding should be based in the best possible evidence and analysis.
In the growing literature on income concentration in the U.S. one of the emerging themes is the role of politics and the myriad ways that government intervenes in the economy (Bartels, 2008; Hacker and Pierson, 2010; Volscho and Kelly, 2012) . In this paper we build on and connect several strands of literature related to the effects of partisan politics and policy decisions on economic inequality. While there is substantial agreement that political factors have important distributional consequences , there is less agreement about the precise policy mechanisms that link politics to inequality. Those focusing on government's role in shaping income inequality have emphasized redistribution (Danziger and Gottschalk, 1995; Kelly, 2004) . More recently, scholars have brought attention to "market conditioning," or how government structures the economic rules of the game (Kelly, 2009) . Examples of such policies include corporate regulation, public education programs, minimum wage laws, and environmental regulation (Page and Simmons, 2000) .
This line of research has provided empirical support for the idea that political dynamics shape income inequality via market conditioning by showing that shifts in the partisan and ideological composition of policymaking institutions are associated with shifts in come concentration. We begin by discussing the divergent motivations of Democrats and
Republicans in the realm of financial deregulation. The general pattern is that Democrats have both electoral and ideological incentives to defend regulation while Republicans have countervailing incentives to deregulate. Deregulation, we argue, is likely to have distributional consequences, with inequality increasing in response to deregulatory policy changes in the financial sector. The second component addresses whether and why Democrats and Republicans have more recently converged in the domain of financial regulation. We synthesize previous discussions suggesting the possibility of partisan convergence in the realm of regulatory policy and then develop and empirically explore several potential explanations for any such convergence.
The Path from Politics to Deregulation to Income Concentration
It would be somewhat surprising if politics did not play a role in the ebb and flow of regulation, but the aspects of politics that might shape regulation and deregulation are not as obvious. Power resources theory (PRT) (Bradley, Huber, Moller, Nielsen and Stephens, 2003; Hicks, 1999; Korpi, 1978; Stephens, 1979) , which discusses how the relative power of economic groups in society affects distributional outcomes, has potential purchase for understanding connections between political dynamics and financial regulation. From the perspective of PRT, the poor and middle class organize through left parties in the political realm.
3 These left parties, to the extent that they gain control over the governing apparatus of the state, produce policies that generate a more equitable income distribution. Regulatory policy in the financial sector is a possible policy mechanism linking party control to market income inequality (Witko, 2015) . The GlassSteagall Act, which separated commercial and investment banking activities, was passed in a context of unified Democratic control in the aftermath of the Great Depression.
This regulatory framework became a target for repeal by conservative Republicans beginning as early as the 1960s, and a series of legislative victories culminated with passage of the Gramm-Leach-Bliley Act in 1999, which formally repealed the main limitations previously placed on banks. So recent research and a basic understanding of the history of financial regulation suggests that the partisan balance of power in Washington has implications for regulatory policy in the financial sector:
H1. Democratic control of policymaking institutions is associated with reductions in deregulation, while Republican control is associated with increases in deregulation. The connection between partisan politics and financial deregulation is an important aspect of our argument, but this connection is important for understanding distributional outcomes only to the extent that deregulation, in turn, increases income concentration. According to rentseeking perspectives on regulation, there is good reason to doubt this is the case (Tullock, 1989; Stigler, 1971) . Regulation often serves to benefit the regulated industry, in particular by creating barriers to entry that shield firms from market competition. For instance, professionals in sectors that require licensing, from salon stylists to physicians, are insulated to some extent from competition due to regulation-induced barriers to entry.
More pertinent to the argument here, financial services firms are subject to complex chartering and reporting requirements, which create high barriers to entry that likely serve to protect existing finance firms from competition and enhance their profitability.
Given that those in the highest echelons of the income distribution often come from the finance sector, the purest form of the rent-seeking theory of regulation predicts a positive association between regulation and economic inequality. As the finance sector is more heavily regulated, and thus more protected from market competition, profits and salaries in this sector should rise, thereby driving income inequality higher. Another way that the rent-seeking theory of regulation could explain any positive association between deregulation and income inequality is by raising the possibility of reverse causation, with finance firms seeking new regulation when their profits (and income inequality) are low and seeking deregulation when their profits (and income inequality) are high. In this circumstance, any positive association between deregulation and rising income inequality would be due to inequality's influence on deregulation rather than the reverse.
However, such a simplistic view of regulation is likely misleading. Regulatory policy toward almost any sector is some combination of industry protection and public goods provision. The passage and ongoing implementation of the Affordable Care Act (ACA) provides a useful example. Aspects of the ACA are designed to enhance the quality and affordability of health insurance, thus making these products more accessible and useful to consumers. But other aspects of the ACA clearly provide benefits to the health insurance industry. And in this particular instance, many health industry actors-from professional associations of physicians to health insurance firms-supported the policy changes. In the context of the financial sector, however, stances toward regulation among affected firms have typically been much more negative. For instance, efforts to implement the DoddFrank Act aimed at regulating the financial sector have faced vociferous opposition from finance, suggesting that the reforms are not perceived as primarily protecting existing firms. Moreover, recent scholarship provides good reason to believe that income inequality is, in fact, exacerbated by financial deregulation (Hacker and Pierson, 2010; Krippner, 2011; Lin and Tomaskovic-Devey, 2013; Tomaskovic-Devey and Lin, 2011). Philippon and Reshef (2012) document, in the context of financial deregulation, the steady rise of finance sector compensation as well as the growth of the finance sector more generally.
These changes were happening at the same time that income concentration was beginning to increase (Hacker and Pierson, 2010; Tomaskovic-Devey and Lin, 2011) . However, the idea that financial deregulation contributed to rising inequality is highly contested (Beck, Levine and Levkov, 2010; Delis, Hasan and Kazakis, 2014) . We seek to contribute additional evidence to this ongoing debate by testing the following hypothesis:
H2. Increasing deregulation in the financial sector produces increasing income inequality.
Partisan Convergence and Financial Deregulation
Traditionally, Democrats have been the primary proponents of financial regulation. The major regulatory efforts in response to the Great Depression (such as Glass-Steagall) were driven by Democratic policymakers. And Democratic leaders stood squarely in the way of legislative efforts to move toward deregulation from the end of the Great Depression until the late 1970s. While one of the key characteristics of the contemporary U.S. party system is party polarization (Fleisher and Bond, 2004; Theriault, 2008; Stoker and Jennings, 2008) an examination of the largest changes in financial regulation suggests that partisan convergence occurred in the last two decades of the 20th century (Hacker and Pierson, 2010; Fligstein, 2010 (Gorton, 2012; Heathcote, Perri and Violante, 2010; Krippner, 2011; Kumhof and Ranciere, 2010; Treeck, 2014) . This increased demand for credit among low and middle income individuals could explain greater support for deregulation among Democrats.
While financial deregulation might have previously been seen as a benefit only to the wealthy, the economic context of the 1980s made it possible for Democrats to reinterpret financial deregulation as essential to the short-term well-being of their core constituents.
Some Democratic policymakers made this argument fairly explicit. During the House debate of Gramm-Leach-Bliley, which opened the door to the creation of mega-banks conducting both savings and investment, Cynthia McKinney (D-Georgia) touted its potential benefits to middle and lower-income Americans: "When banks offer securities, insurance, and other financial services directly and through affiliates, they will bring a new level of convenience and choice to customers from every economic bracket from Decatur, Georgia to Watts, Los Angeles" (U.S. House Committee on Banking and Financial Services, 1997). President Clinton echoed this sentiment in his signing statement for the bill: "[The bill] will guarantee that our financial system will continue to meet the needs of underserved communities" (Clinton, 1999) . If credit expansion is part of the explanation for partisan convergence, then we should observe smaller partisan effects on deregulation as credit increases:
H4. The association between Democratic control of policymaking institutions and decreased deregulation is attenuated as credit utilization increases.
The second potential explanation of partisan convergence is campaign finance. It is not controversial to assume that donors from the financial sector are more supportive of financial deregulation than average citizens (Page, Bartels and Seawright, 2013) . There is also evidence that politicians are more attentive to their donors than regular constituents (Kalla and Broockman, 2015) . If this explanation for partisan convergence is correct, we should observe fewer partisan effects on deregulation as the strength of unions decreases:
H6. The association between Democratic control of policymaking institutions and decreased deregulation is mitigated as labor union strength decreases.
Finally, a fourth potential explanation for partisan convergence is globalization. In a globalized economy, domestic policymakers could face pressures to deregulate due to increasing international competition. As exposure to international competition increases, a corporate sector that faces regulation can credibly argue that they are placed at a competitive disadvantage relative to competitors based in countries with less regulation.
Globalization, in a sense, can reduce the ideological dimensions of the debate over deregulation and shift the discussion in a more technocratic direction. If this mechanism is at work, we would expect legislators in contexts that are more highly exposed to the global economy to be more supportive of deregulation. Since Republicans in the United States have long been ideologically predisposed toward limiting regulation, globalization is most likely to have effects on the policy preferences of Democrats, pushing them to converge with Republicans on financial deregulation, thereby generating the following hypothesis:
H7. The association between Democratic control of policymaking institutions and decreased deregulation is attenuated as exposure to the international economy increased.
Data and Methods
Our analysis has two major components. The first is designed to test H1 and H2- 
Dependent Variables
Financial deregulation. The heart of our analysis considers two dependent variables.
The first is Federal Deregulation. Our measure is based on Philippon and Reshef (2012) .
Their measure includes: 1) branching, which is the percentage of U.S. population living in states that removed branching restrictions, 2) separation of commercial and investment banks (Glass-Steagall indicator), which shows the decrease in regulatory separation of these two types of banks, 3) interest rate ceilings, which captures the ceilings in effect from 1933 to 1983, and 4) separation of banks and insurance companies. For our analysis we remove the state branching measure since our focus is deregulatory activity at the federal level.
Top income shares.
The second dependent variable we analyze is income concentration. To capture economic inequality we focus on the income shares of the top 0.01 percent. 5 We focus on top income shares because it has become clear that income concentration at the very top is the primary driver of income inequality (Hacker and Pierson, 2010; Piketty and Saez, 2006) . Since our interest is in how the market has responded to changes in politics and policy, we utilize measures of top income shares that are based on pre-tax pre-transfer income (wages and salaries, small business and farm income, partnership and fiduciary income, interest, rents, dividends, royalties, capital gains, and miscellaneous sources) and that include realized capital gains because investments are an important income source for the very rich. These data come from the World Top Incomes Database (http://topincomes.g-mond.parisschoolofeconomics.eu/).
Explanatory Variables
Partisan control of policymaking institutions. We include measures of Democratic control of the presidency, Senate, and House. Democratic President is coded 1 when a
Democrat is in the White House and 0 otherwise. Democratic Senate is coded 1 when Democrats are in the majority and 0 otherwise. 6 Democratic House is coded 1 when Democrats hold a House majority and 0 otherwise. We expect Democratic control of these institutions to be associated with less financial deregulation. However, we anticipate that this effect may diminish around 1980. We explore this possibility and explain our strategy for doing so in greater detail after our initial analysis using the full time period.
Unified partisan control. We also include a measure capturing partisan control of the policymaking institutions while accounting for the role of divided government. This measure, which we label Unified Democrat, ranges from −1 to 1 with −1 indicating unified Republican control of the House, Senate, and Presidency, 0 indicating divided government, and 1 indicating unified Democratic control. As this variable moves toward unified Democratic control we expect financial deregulation to decrease, with the effect possibly diminishing around 1980.
Financial deregulation. Federal deregulation, the dependent variable in the first phase of our analysis, is the key explanatory variable in the second phase of the analysis.
We expect financial deregulation to be associated with increased economic inequality, though we expect that any effects of regulatory changes may take several years to be fully realized since implementation takes time. The independent variable is identical to that described above. (Tonelson, 2000; Wood, 1994) thereby increasing income concentration. 
Partisan Convergence Variables
Our approach for this portion of the analysis is designed to assess whether the effect of Democratic partisanship on financial deregulation changes as other variables change.
We utilize a series of multiplicative interaction terms between Democratic control and a Republicans. However, the ratio of Democratic to Republican support ranges from 0.61 (meaning Democrats received just 60 percent as much support from the finance sector as Republicans) to 0.99 (meaning the two parties were nearly at parity). The expectation is that partisan effects decreased as campaign funding from the finance sector for Democrats became more important.
Union membership. This variable is identical to the union variable described above.
The negative effect of Democratic control on deregulation should be enhanced as union membership increases if union decline contributed to partisan convergence.
Trade openness. Again, this variable is as described above. If exposure to international competition contributed to partisan convergence, partisan effects on deregulation should diminish as trade openness increases.
Modeling and Estimation Strategy
Given the nature of our data, it is important to assess the time series properties of the variables analyzed. All of the variables contain a unit root or are near-integrated (see SI). Thus, we must take care to avoid problems of spurious regression. In the analyses below, we use one of two methods as appropriate. For some portions of the analysis we estimate single-equation error correction models (ECMs). ECMs are useful because they allow estimation of both short and long-term effects, which is particularly important since we explicitly expect that deregulation has long-term effects on inequality that are not confined to a particular point in time. Additionally, since ECMs use a differenced version of the dependent variable, concerns about spurious regression are eliminated for the portion of the model estimating short-term effects and are also mitigated in the longterm portion of the model so long as cointegration is present (Banerjee, Dolabo, Galbraith and Hendry, 1993; De Boef and Keele, 2008; Engle and Granger, 1987) . We therefore conduct tests to confirm (near-)cointegration.
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Where co-integration is not present, long-run effects are not present and we therefore revert to a more straightforward ARIMA model. In these portions of the analysis, we difference integrated and near-integrated variables until they are stationary and use the stationary, pre-whitened versions of the variables in our analysis. This pre-whitening process ensures that spurious regression is avoided.
Results
We begin the analysis in Table 1 with three models designed to test H1 and H2. The first two models present evidence that Democratic control of policymaking institutions is associated with less financial deregulation (H1). In Model 1 we observe a statistically significant negative association between both Democratic control of the Senate and presidency and financial deregulation, but no effect of House partisanship. For the sake of attaining efficiently estimated, parsimonious models, we therefore drop the House from all following models in which separate institutional effects are estimated. But this result is interesting, possibly suggesting that there were never policy differences between the two parties in the House. We think this is unlikely. Rather, the null result for the House likely should be interpreted to mean that, within the legislature, the Senate played a more central role than the House in the policymaking process related to financial regulation and deregulation. Future research could explore this possibility explicitly. In Model 2, a measure of unified Democratic versus unified Republican control evidences a negative relationship between Democratic control and financial deregulation. In both of these models we found ECMs to be inappropriate, so ARIMA models using first-differenced (stationary) versions of the variables are estimated. Model 3 estimates an ECM that provides evidence regarding the effect of financial deregulation on income concentration (H2). This model shows a positive association between financial deregulation and top income shares. 9 Here, the effect occurs partially in the short-term (see the coefficient for the change in federal deregulation) and partially in the long term as evidenced by the coefficient for the lagged level of deregulation (along with the evidence of cointegration provided by the significant error correction rate). The fact that some of the effect of deregulation on top income shares is distributed over a period of time makes sense given that national policy changes are typically not immediately implemented and that those targeted by the regulation might take some time to fully adapt.
We also hypothesized that the effect of partisanship diminished over time (H3). We test this hypothesis in the next portion of our analysis presented in To accurately assess how the effects of partisan power change before and after 1982 it is helpful to chart the effects at the two possible values of the post-1982 dummy variable.
We present these charts in Figure 1 . In each chart we see two dots along with confidence It may be that the limited number of years with Democratic presidents after 1982 helps explain why we see no difference here. These results suggest that to the extent partisan convergence occurred on financial deregulation, the key convergence happened in the Senate.
To this point we have seen evidence that party control, particularly in the Senate, influences regulatory policy in the financial sector and that, in turn, financial regulation shapes distributional outcomes. We can utilize information from the analysis above to examine the substantive size of the estimated effects of partisanship on economic inequality via financial deregulation. Based on the results in Table 1 , we estimate that a shift from The partisan effects shown in the left panel of the figure were only present prior to the 1980s. It is tempting, therefore, to conclude that partisan politics has had no effect via financial deregulation on the dramatic rise of economic inequality since the early 1980s.
The chart in the right panel of Figure 2 shows, to the contrary, that partisan convergence on financial deregulation has contributed to the increase in income inequality. In the right panel, we compare observed reality to a counterfactual in which partisan effects on deregulation were maintained in the post-1982 period. Essentially, we are comparing the observed reality in which the effect of a Democratic versus Republican Senate is nonexistent to a hypothetical circumstance in which the effect of a shift from Republican to Democratic control reduces deregulation (thereby reducing income inequality) by the amounts previously estimated. Had partisan divergence on deregulation been maintained after 1982, our estimates indicate that top income shares would currently be approximately 1.15 points lower. This effect is clearly much smaller than the effect charted in the left panel of the figure, but this effect is still considerable given that it represents more than a 20 percent reduction in top income shares relative to the observed level in 2012. Additionally, even a 1 point reduction in top income share represents billions of dollars. While it is clear that top income shares would have moved substantially higher with or without partisan convergence on financial deregulation, partisan convergence has likely contributed to rising inequality over the past three decades.
Why Did the Parties Converge?
We have seen that partisan disagreement on financial deregulation contributed to declining inequality prior to the early 1980s and partisan convergence on this issue in the Senate contributed to rising inequality since. Ideally, we might also gain some insight into why the convergence happened. In our discussion above, we identified four potential explanations for partisan convergence. We examine some preliminary macro evidence for each of these explanations in Table 2 .
Our strategy in each of the models is to identify variables connected to the four potential explanations identified above and include the relevant variables in a multiplicative interaction term with Senate party control (since the convergence was evident in the Senate). In Model 2 we test whether the expansion of consumer credit helped to drive partisan convergence. The expectation is that partisan effects on deregulation moved toward zero as credit utilization increased. In Model 3 we examine the potential for campaign finance to produce partisan convergence. The expectation is that partisan effects are more limited when campaign funding from the finance sector for Democrats is more important. Model 4 tests whether the decline of unions contributed to partisan convergence. If this is the case, the negative effect of Democratic Party control on deregulation should be enhanced as union membership increases. Finally, Model 5 utilizes a measure of trade openness to examine whether globalization contributed to partisan convergence. The expectation is that partisan effects on deregulation diminish as trade openness increases.
While we report the results from the full regression models in Table 2 , it is once again most helpful to chart the effects of Democratic Senate control over the observed range of the interacting variables (see Figure 3 , which includes hash marks for observed values of the moderating variable on the x-axis).
10 Based on the evidence in these charts, we see suggestive support for three of the four potential explanations of partisan convergence in the Senate. The strongest evidence relates to the expansion of credit. When total loans per capita increase, the effect of a shift from Republican to Democratic control of the Senate on financial deregulation diminishes. This supports the idea that as the potential credit benefits afforded by deregulation broadened, Democratic opposition to deregulation diminished.
The moderating effect of trade openness is also in line with expectations (panel d).
Here we see that when trade openness decreases, Democratic strength reduces deregulation. However, when trade openness increases, the effect of Democratic partisanship moves to zero. While at first glance the evidence provided in this chart appears somewhat weak given that the effect of partisanship is not statistically significant from zero at the lowest values of the moderating variable, if we look at the portion of the chart including all but the lowest two values of trade openness, the result is stronger. This suggests that the wide confidence interval at the lowest values of the moderating variable is due primarily to a limited number of observations. This result is consistent with the idea that the parties converged as the U.S. was more exposed to the global economy.
In Panel b of the figure we see only suggestive evidence that campaign finance played a role in partisan convergence. While there is not a large shift in partisan effects as finance sector funding for Democrats increased and the observed effects are not significant across the entire range of the campaign finance variable, the direction of the shift is consistent with the idea that campaign finance contributed to partisan convergence. While the results for campaign finance are certainly not strong, they are suggestive. In the SI file we include a micro-level analysis of roll-call voting on repeal of Glass-Steagall. We find that MCs who receive more donations from the finance sector were much more likely to support repeal. We also find that as finance contributions increase, Democrats actually become more likely than Republicans to support repeal. This provides additional evidence in support of campaign finance as a source of convergence.
The evidence related to the role of unions in partisan convergence is contrary to expectations. Rather than seeing a stronger negative association between Democratic
Party strength and deregulation as union strength increases, the effect of party is actually stronger when union strength is declining. The decline of unions, then, did not drive partisan convergence on deregulation in the Senate.
Conclusion
The analysis above leads to several important conclusions and implications. First, we add to the mounting evidence that decisions made in the political system influence distributional outcomes. We assessed the effect of policy decisions in the realm of financial regulation and found that the ebb and flow of deregulatory decisions is connected to the movement of income concentration over time. As the movement toward deregulation of the financial sector gained speed in the late 1970s through the 1990s, the income shares of those in the upper echelons of the U.S. economy increased dramatically, and this as-sociation is present while controlling for several other potential explanations of rising inequality. Contrary to the predictions of a pure rent-seeking theory of regulation, we find that the finance industry has been more able to enrich itself relative to the rest of society when exposed to less regulation.
Our analysis also suggests that financial regulation and deregulation have at least the potential to serve as an important mechanism linking partisan politics to distributional outcomes. Recent scholarship on U.S. income inequality has placed an emphasis on the partisan underpinnings of economic inequality and has discussed several possible ways that party strength in government might shape distributional outcomes by conditioning the market. Here, financial deregulation was explicitly considered as a market conditioning mechanism. We discovered that for most of the 20th century the two major parties in
American politics did, in fact, achieve divergent outcomes on financial regulatory policy.
When Democrats had more strength in policymaking institutions, financial regulation was more likely and deregulation was less likely. These partisan differences in policy outputs produced less market inequality as Democratic strength increased and more market inequality as Republican strength increased.
But this general picture does not hold from 1982 onward. During this period, Democrats and Republicans, in the Senate at least, appear to have converged in the domain of financial regulatory policy outcomes. After 1982 there is no discernible difference between the two parties with regard to their effect on financial deregulation. Simply stated, after 1982 it did not matter whether Democrats or Republicans were ascendant in Washington in the realm of financial deregulation. And this convergence in the area of financial deregulation is interesting for at least two reasons. First, the convergence could be viewed as highly improbable given the general context of increased ideological polarization across the parties. While the parties were diverging on a wide variety of issues, they appear to be converging in the domain of regulatory policy. Second, this result sheds some light on why income inequality increased so much over the past four decades. The Democratic Party was, in part, not upholding its traditional support of middle and lower-income Americans.
Rather than providing policy alternatives designed to reduce income concentration, when it comes to financial deregulation, Democrats became essentially indistinguishable from
Republicans. Without clear opposition from Democrats, financial deregulation became more politically feasible and was broadly enacted, likely contributing to the rise of the uber-rich. This is not to say that Republicans and Democrats have fully converged in all policy domains relevant to the income distribution (Bartels, 2008) , but convergence on this issue connects both Democrats and Republicans to rising inequality. Future research might examine whether partisan convergence in other areas of policymaking has also contributed to the substantial rise in economic inequality over the past 35 years.
Our analysis provides some insight into possible explanations for partisan convergence on financial regulation. We explored four potential factors that could have contributed to the shift of Democrats toward Republicans in this policy domain. We found some evidence suggesting a role for increasing reliance on credit, campaign finance, and globalization. Understanding the underpinnings of partisan convergence in this policy domain is important because voters are less able to shape distributional outcomes if the U.S.
political parties fail to provide substantive alternatives in policy areas that affect distributional outcomes. Our results suggest that building an economic model that is less reliant on credit might reduce the incentives that pushed Democrats toward Republicans on financial deregulation. To the extent that changes in campaign finance have contributed to partisan convergence, modifications in how campaigns are regulated and funded could hold promise. But there is no simple policy solution to overcoming the effects of globalization. While it should be noted that globalization has likely produced many good outcomes, one side effect may have been partisan convergence on financial deregulation, which then contributed to rising inequality. These results explaining partisan convergence, however, are quite preliminary since the moderating effect of only one of the explanations (credit availability) is both statistically significant and in the expected direction. We should also note that globalization's role in partisan convergence may have as much to do with the general dominance of the neoliberal economic model as explicit exposure to international competition. Therefore, more evidence using a broader array of research designs is needed to fully understand the underpinnings of partisan convergence in this policy domain.
It is noteworthy a development that politicians from both parties have begun to acknowledge economic inequality as an important societal problem. Our work both helps to place the current debate in historical context and suggest paths that policymakers who are serious about fighting inequality could take to achieve their objective. With regard to historical context, we would draw attention to the fact that both parties played a role in a portion of the policy changes that have contributed to rising inequality over the past 35 years. Democrats converged with Republicans on the financial deregulation, which contributed to the recent rise in inequality and implicated both parties in the creation of America's New Gilded Age. With regard to policy options moving forward, our work makes it fairly clear that maintaining the regulatory environment that has reigned supreme since the late 1990s (notwithstanding the passage of Dodd-Frank in 2010) is not a path toward reducing income concentration in the United States. Any serious proposal to reduce economic inequality should at least consider the role of financial regulation.
out whether deregulation drives income inequality as we have posited, or whether the reverse is true.
We conducted a VAR analysis along with Granger causality tests to shed light on this issue. The VAR analysis shows that while there are long-run effects of deregulation on income inequality (as shown in the ECMs reported here), there are no such effects of income inequality on deregulation. Granger causality tests suggest the same conclusion. Details of these analyses are reported in the SI file.
10 Focusing just on the relevant interaction terms reveals that just one of the four potential explanations is both statistically significant and in the expected direction. Showing a chart of partisan effects across levels of the potential explanations shows some level of support, however, for two additional explanations. 
